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Latest Oil Market Developments
The West Texas Intermediate (WTI) crude oil near-month 
futures price on the New York Mercantile Exchange 
(NYMEX) fell 51 cents per barrel on Monday, March 10, 
to settle at $37.27 per barrel. Oil prices have continued to 
slide today, as a vote in the U.N. Security Council on a 
resolution on the use of force in Iraq with a March 17 
ultimatum appears to have been delayed and Saudi Arabia 
has given clear indication that it will attempt to make up 
for lost supply resulting from possible military action in 
Iraq. Also, predicted warmer weather lowered heating oil 
futures today, putting downward pressure on crude oil. 
The NYMEX near-month WTI price settled at $36.72 per 
barrel, down 55 cents per barrel. more... 

Latest U.S. Weekly EIA Petroleum Information
The average world crude oil price on March 7, 2003 was 
$31.71 per barrel, $0.10 less than last week but $10.25 
more than last year. The U.S. average retail price for 
regular gasoline rose last week for the twelfth time in 
thirteen weeks, increasing by 2.6 cents per gallon as of 
March 10 to reach 171.2 cents per gallon, which is 48.9 
cents per gallon higher than a year ago. This price is only 
0.1 cent lower per gallon than the highest price in nominal 
dollars since EIA began recording this data in August 
1990. 
more... 

World Oil Market Highlights 
As of March 6, 2003, EIA estimates that OPEC countries 
excluding Iraq and Venezuela hold between 1.5 and 2.0 
million barrels per day of excess oil production capacity 
that could be brought online. Around half to two-thirds of 
this spare capacity is located in one country -- Saudi 
Arabia -- with nearly all the rest located in other Persian 
Gulf countries. more... 

Latest U.S. Weekly Natural Gas Information
Natural gas spot prices have fallen significantly since last 
Wednesday (March 5), with declines in each of the three 
trading days since that date at nearly all market locations. 
A late-week warming trend in the Midwest, which spread 
to the Northeast over the weekend, coupled with the usual 
slackening of demand over the weekend, contributed to 
downward pressure on prices. At the Henry Hub, the spot 
price fell 63 cents in yesterday's trading to $6.79 per 
MMBtu, resulting in a cumulative price decrease since last 
Wednesday of $1.02. more... 

Latest U.S. Coal Information
Over-the-counter (OTC) coal prices were mostly 
unchanged last week. The $3.00 per short ton gains 
achieved 2 weeks ago in OTC prices for Central 
Appalachian coal held steady last week. Spot coal prices 
for the Central Appalachia/Big Sandy-Kanawha 12,500-
Btu product tracked by EIA again traded at $34.25 per 
short ton in the week ended February 28. The stall in the 
price rise coincides with a reversal on February 26 of last 
week’s sharp increase in natural gas prices, on news of a 
possible warming in temperatures across the Midwest and 
Northeast. more... 

Latest U.S. Electricity Information
In the Western United States, spot electricity prices 
declined for the last four trading days as natural gas prices 
fell and warmer weather reduced heating demand. At Mid-
Columbia, a benchmark for the Northwest, prices dropped 
to a seven-day low of $59.69 per megawatthour on March 
10 from a seven-day high of $77.29 on March 4. In the 
Midwest, prices increased significantly on March 7 as the 
colder weather put upward pressure on heating demand, 
but declined on March 10 as warmer temperatures reduced 
heating demand. In the Northeast, prices increased on 
March 6 and 7, but fell on March 10 with the exception of 
the Mid-Atlantic States. At PJM West, prices continued 
their upward progression for the last three trading days as 
the cold weather kept customer demand high. On March 
10, electricity prices reached a seven-day high of $111.07 
per megawatthour from $79.25 on March 5. Over the past 
seven days, average prices at all trading centers ranged 
between $78.87 and $88.93 per megawatthour with an 
overall weekly average of $83.35 per megawatthour. 
more... 

Energy Prices* 
Petroleum Futures 
(near month) 3/10/03 3/7/03 Change

WTI ($/Bbl) 37.27 37.78 -0.51
Gasoline (c/gallon) 112.82 115.67 -2.85
Heating Oil (c/gallon) 108.57 110.85 -2.28
Natural Gas ($/MMBtu)
Henry Hub 6.79 7.42 -0.63
California 6.97 6.99 -0.02
New York City 9.42 10.11 -0.69
Electricity ($/Megawatthour)
COB 61.50 70.00 -8.50
PJM West 111.07 105.20 +5.87
NEPOOL 109.50 120.00 -10.50
Average 78.87 85.59 -6.72
*Definitions 
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Latest Oil Market Developments
(updated March 11, 2003) 

The West Texas Intermediate (WTI) crude oil near-month futures price on the New York Mercantile 
Exchange (NYMEX) fell 51 cents per barrel on Monday, March 10, to settle at $37.27 per barrel. Oil 
prices continued to slide today, as a vote in the U.N. Security Council on a resolution on the use of force 
in Iraq with a March 17 ultimatum appears to have been delayed and Saudi Arabia has given clear 
indication that it will attempt to make up for lost supply resulting from possible military action in Iraq. 
Also, predicted warmer weather lowered heating oil futures today, putting downward pressure on crude 
oil. The NYMEX near-month WTI price settled at $36.72 per barrel, down 55 cents per barrel. OPEC, 
meeting in Vienna today, has decided not to change its members' crude oil production quotas (24.5 
million barrels per day) nor to put forth an explicit contingency plan in the event of hostilities in Iraq, as 
some members saw this as supporting any possible war. However, Saudi Oil Minister Ali al-Naimi stated 
in Vienna today that "There will be no shortage of oil. The test is, when the need is there, whether we 
will use the capacity or not and I can assure you we will." Legal Iraqi exports would halt during any 
hostilities, as the U.N. Oil-for-Food program monitors would be withdrawn in the event of an imminent 
attack and Iraq is not permitted to export outside of the program, according to U.N. statements yesterday. 
Iraqi Oil Undersecretary Hussein Suleiman Al-Hadithi said yesterday though, that Iraq had taken steps to 
guarantee oil production in case of war, stating, "If an aggression takes place against us, we have plans to 
continue production." As much as 700,000 barrels per day of northern Kuwaiti oil production may also 
be temporarily halted if hostilities were to commence (see below).

Mediation efforts continue in an effort to resolve the strike in Venezuela, now in its fourth month, 
without much apparent progress. Government and opposition sources continue to cite widely varying 
figures for the country's current oil production. The Venezuelan government has announced that force 
majeure on crude oil and some petroleum product exports was lifted as of March 6. The Venezuelan 
government has declared that production is at 2.65 million barrels per day and will reach its OPEC output 
target of 2.819 million barrels per day by the end of the month. However, former PdVSA employees as 
well as OPEC sources put production at 1.5-1.9 million barrels per day. EIA estimates Venezuelan oil 
production at about 1.7 million barrels per day. Yesterday, Energy and Mines Minister Rafael Ramirez 
said, "We expect to within 10 days have all of our capacity for the export of gasoline and products 
ready." According to Minister Ramirez, all Venezuelan refineries, except Amuay-Cardon, are back to 
normal. More than one-third of PdVSA's employees have been terminated since the beginning of the 
strike, and President Hugo Chavez has said that they will not be rehired. 

Oil prices have been pushed sharply higher in recent months (up over 50% since mid-November) by 
generally falling commercial crude oil stocks in the United States , a colder-than-normal winter in the 
U.S. Northeast, and continued fears that a war with Iraq could adversely affect Middle Eastern oil 
supplies. Oil markets fear that if a war with Iraq were to occur while Venezuelan oil exports remain far 
below normal levels, this could strain the world's existing spare oil output capacity (estimated at 1.5-2.0 
million barrels per day) to its limit. Nearly all of this "excess capacity" is located in OPEC member 
countries, particularly Saudi Arabia (0.8-1.3 million barrels per day) the UAE (350,000 barrels per day), 
and Qatar (110,000 barrels per day), all of which are located in the Persian Gulf region. 

Other issues related to world oil markets include: 

●     On Monday, U.S. Secretary of Energy Spencer Abraham stated that the U.S. Strategic Petroleum 
Reserve (SPR) will be used in the event of a supply shortage, not simply because of high prices. 
Secretary Abraham stated "There is no price trigger because we don't believe the SPR should be 
used to manipulate price. We believe it should be used to avert severe supply disruptions." Today, 
Secretary Abraham is meeting with several OPEC oil ministers in Vienna. 

●     Britain and the U.S. delayed a U.N. Security Council vote on a proposed resolution that they and 
Spain put forward on Friday authorizing use of force in Iraq, following opposition from 
permanent Security Council members France and Russia (permanent members have veto power). 
Yesterday, French President Jacques Chirac said in an interview "My position is that whatever the 
circumstances, France will vote no [on a resolution authorizing force]." The White House said 
today that it expects a vote will be later this week. 

●     Saudi Arabia was reported by Dow Jones as currently producing around 9.2 million barrels per 
day. EIA assumes Saudi oil production capacity of 10.0-10.5 million barrels per day. Overall, 
Dow Jones estimates that the OPEC-10 (excluding Iraq) produced 24.7 million barrels per day of 
crude in February 2003, up 1.5 million barrels per day from 23.2 million barrels per day in 
January. 

●     Yesterday, Iraqi Oil Undersecretary Hussein Suleiman Al-Hadithi denied that Iraq has planted 
explosives at the Kirkuk oilfields in northern Iraq to prevent them from being taken over in the 
event of a U.S. invasion of the country, as numerous press sources have intimated. He stated, 
"Iraq is keen to defend its oil wealth and it is illogical that we burn our oil wealth with our own 
hands." 

●     On March 3, Kuwait announced that it would shut in its northern oilfields in the event of a war in 
Iraq in an effort to safeguard the fields' employees and facilities. Shutting in northern and western 
Kuwaiti fields could cause an oil supply disruption of between 400,000 and 700,000 barrels per 
day, depending on which fields are shut in exactly. Already, Kuwait is reported to have shut in 
100,000 barrels per day of production from two northern oil fields (Ratqa and Abdali). However, 
official Kuwaiti sources have told Dow Jones that the northern Al-Rawdhatain oil field has 
100,000 barrels per day of spare capacity now that repairs have been completed and that the 
southwestern Burghan field has about 100,000 barrels per day of spare capacity. However, given 
expected shut-ins of other fields, there is no net total spare capacity in EIA's estimate. 

●     As of March 11, 2003, the U.S. Strategic Petroleum Reserve (SPR) contained 599.3 million 
barrels of oil. The SPR has a maximum drawdown capability of 4.3 million bbl/d for 90 days, 
with oil beginning to arrive in the marketplace 15 days after a presidential decision to initiate a 
drawdown. The SPR drawdown rate declines to 3.2 million bbl/d from days 91-120, to 2.2 million 
bbl/d for days 121-150, and to 1.3 million bbl/d for days 151-180. 
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Latest U.S. Weekly EIA Petroleum Information
(last complete update: March 6, 2003) 

Petroleum Inventories
U.S. commercial crude oil inventories (excluding those in the Strategic Petroleum Reserve) rose by 1.7 million barrels, but are 53.0 million barrels below 
the level last year at this time. Crude oil inventories in PADD II (Midwest) increased slightly, but they still remain near the lowest seen since EIA began 
collecting regional data. Distillate fuel inventories fell by 2.6 million barrels, with most of the decline in low-sulfur distillate fuel (diesel fuel). Comparing 
the latest weekly data to monthly data for previous years, total distillate fuel inventories at the end of February are at the lowest level for this time of year 
since 1963. Motor gasoline inventories fell by 2.0 million barrels last week and remain below the low end of the normal range. Total commercial 
petroleum inventories are 122.1 million barrels less than last year at this time. 

After falling to the lowest level since EIA has kept PADD-specific inventory levels (dating back to August 1989) during the week ending February 21, 
crude oil inventories in PADD II (Midwest) increased slightly last week. However, they still remain at very low levels. This is important because PADD 
II includes Cushing, Oklahoma, where physical barrels are traded for West Texas Intermediate (WTI) crude oil, the U.S. benchmark crude oil. If 
inventories get particularly tight at Cushing then upward pressure on prompt WTI prices could develop, which may lead to higher prompt prices for other 
crude oils in the United States and elsewhere in the Americas.

U.S. inventories of propane fell a relatively modest 2.0 million barrels last week, ending the week of February 28, 2003 at an estimated 21.0 million 
barrels. Following a period of sharp declines since the first wave of Arctic temperatures swept the nation, U.S. inventories last week posted the smallest 
weekly decline since the week ending January 3, 2003. Regional declines were also relatively modest last week with less than a 0.2 million-barrel drop in 
the East Coast, while during the same period, Midwest and Gulf Coast regions reported respective declines of 1.1 million barrels and 0.6 million barrels. 
But with several weeks of winter remaining, and with U.S. inventories less than 3 million barrels above the Lower Operational Inventory (LOI), the 
nation’s propane inventory situation remains somewhat precarious, and any more bouts of extended severe cold weather could potentially cause regional 
supply disruptions or spot shortages.

Petroleum Imports
U.S. crude oil imports (including imports going into the Strategic Petroleum Reserve) averaged 8.7 million barrels per day last week, an increase of nearly 
400,000 barrels per day from the previous week. Crude oil imports have averaged over 8.2 million barrels per day over the last four weeks, but this is still 
400,000 barrels per day less than averaged during the same four-week period last year. Although the origins of weekly crude oil imports are very 
preliminary and thus not published, imports from Venezuela last week increased significantly and appear to be much closer to pre-strike levels. Total 
motor gasoline imports (including both finished gasoline and gasoline blending components) averaged 700,000 barrels per day last week, while distillate 
fuel imports averaged 600,000 barrels per day. 

Monthly data on the origins of U.S. crude oil imports in December 2002 has been released and it shows that three countries each exported more than 1.4 
million barrels per day of crude oil to the United States (see table below). The top sources of U.S. crude oil imports in December 2002 were Saudi Arabia 
(1.815 million barrels per day), Mexico (1.734 million barrels per day), and Canada (1.490 million barrels per day). This is the largest monthly amount of 
crude oil imported from Saudi Arabia since August 2001. Rounding out the top ten sources, in order, were Venezuela (0.652 million barrels per day), 
Nigeria (0.625 million barrels per day), United Kingdom (0.376 million barrels per day), Iraq (0.366 million barrels per day), Angola (0.312 million 
barrels per day), Colombia (0.248 million barrels per day), and Kuwait (0.190 million barrels per day). Imports from Venezuela were slightly more than 
half of what was averaged during the first 11 months of the year, as Venezuelan exports were severely curtailed for much of December following the 
general strike in that country. Total crude oil imports averaged 8.619 million barrels per day in December, a decline of more than 900,000 barrels per day 
from November, representing the lowest level since February 2001. The top three origins accounted for 58 percent of these U.S. crude oil imports in 
December, while the top ten sources accounted for nearly 91 percent of all U.S. crude oil imports. 

Refinery Inputs and Production
U.S. crude oil refinery inputs dropped to 14.2 million barrels per day during the week ending February 28, a decline of nearly 300,000 barrels per day 
from the previous week. Some of the decrease in crude oil refinery inputs last week resulted in falls in distillate fuel and jet fuel refinery output, but motor 
gasoline refinery production actually increased slightly. 

Petroleum Demand
Total product supplied over the last four-week period averaged 19.9 million barrels per day, or about 2.3% more than the same period last year. Over the 
last four weeks, motor gasoline demand is down 2.5%, but distillate fuel demand is up 18.0% compared to the same period last year. Kerosene-type jet 
fuel demand is 1.2 % more than last year over the latest four-week period. 

Spot Prices (updated March 11)
The average world crude oil price on March 7, 2003 was $31.71 per barrel, $0.10 less than last week but $11.25 more than last year. The spot price for 
conventional gasoline in the New York Harbor was 107.80 cents per gallon, 6.60 cents above last week and 40.20 cents higher than a year ago. The spot 
price for No. 2 heating oil in the New York Harbor was 121.00 cents per gallon, 1.25 cents lower than last week but 59.15 cents more than last year. 

U.S. Retail Gasoline Price Continues To Climb (updated March 11)
The U.S. average retail price for regular gasoline rose last week for the twelfth time in thirteen weeks, increasing by 2.6 cents per gallon as of March 10 to 
reach 171.2 cents per gallon, which is 48.9 cents per gallon higher than a year ago. This price is only 0.1 cent lower per gallon than the highest price in 
nominal dollars since EIA began recording this data in August 1990. While the outlook could go either way, strong gasoline demand ahead of the normal 
seasonal increase, extensive refinery maintenance, and still tight crude oil supply, may be pointing to added price pressure in the months ahead. Prices 
were up throughout the country, with the largest increase occurring in California, where prices rose 7.2 cents to end at 208.4 cents per gallon, the highest 
price ever in our survey, which for California goes back to May 2000. This is the second week in a row that California prices have been above $2 per 
gallon. Prices for all of the West Coast are on the brink of that $2 mark, hitting 199.3 cents per gallon on March 10, and prices in PADD 5 appear to be an 
important driver in the increase of national prices. 

Retail diesel fuel prices increased for the eighth straight week, rising 1.8 cents per gallon to a national average of 177.1 cents per gallon as of March 10. 
This is the highest diesel price since EIA began recording this data in March 1994, and the fourth week in a row that diesel fuel has topped its previous 
record price. Retail diesel prices were up throughout most the country, with the largest price increase occurring on the West Coast, where prices rose 8.1 
cents per gallon to end at 188.6 cents per gallon. Prices in New England rose again by 4.7 cents to reach 200.1 cents per gallon, the highest price in the 
nation. The Gulf Coast was the only region that saw a price decrease, with prices falling by 0.3 cent to end at 169.7 cents per gallon. 

Residential Heating Fuel Prices Jump This Week
Residential heating oil prices increased 8.3 cents per gallon for the week ending March 3, 2003, averaging 183.5 cents per gallon, and are 67.4 cents per 
gallon higher than last year at this time. Meanwhile, wholesale heating oil prices increased 8.6 cents per gallon this past week, reaching 129.3 cents per 
gallon. 

Residential propane prices increased 21.7 cents per gallon to reach 172.1 cents per gallon, the highest average residential propane price recorded on EIA’s 
price survey, which dates back to October 1990. Residential propane prices are 59.6 cents higher than one year ago. Wholesale propane prices increased 
33.5 cents per gallon, from 81.3 cents per gallon to 114.8 cents per gallon.

U.S. Petroleum Prices
(updated March 6, 2003) 

 

 

 

Crude Oil and Oil Products Price Table
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World Oil Market Highlights 
(updated March 6, 2003) 

As of early March 2003, EIA estimates that OPEC countries excluding Iraq and Venezuela hold between 
1.5 and 2 million barrels per day of excess oil production capacity that could be brought online. Between 
half and two-thirds of this spare capacity is located in one country -- Saudi Arabia -- with nearly all the 
rest located in four Persian Gulf countries: UAE, Qatar, Kuwait, and Iran. The estimates included in the 
table below incorporate the 1.5 million-barrel-per-day increase to the OPEC-10 production ceiling 
announced on January 12, 2003, as well as recent unrest in Venezuela. 

NA: Not Applicable
1Crude oil does not include lease condensate or natural gas liquids.
2Quotas are based on crude oil production only.
3Maximum sustainable production capacity, defined as the maximum amount of production that: 1) could be brought 
online within a period of 30 days; and 2) sustained for at least 90 days. 
4Kuwaiti and Saudi Arabian figures each include half of the production from the Neutral Zone between the two countries. 
Saudi Arabian production also includes oil produced from its offshore Abu Safa field on behalf of Bahrain.
5 Saudi Arabia is the only country with the capability to further increase its capacity significantly within 90 days. Saudi 
Arabia can increase its sustainable production capacity to 10 million barrels per day within 30 days and to 10.5 million 
barrels per day within 90 days. As a result, the estimates for Saudi Arabia are as shown as a range, with the lower figure 
using the 30 days' definition and the upper end reflecting Saudi Arabia's 90 days' capability. OPEC's surplus capacity 
estimates are also shown as a range for this reason.
6The UAE is a federation of seven emirates. The quota applies only to the emirate of Abu Dhabi, which controls the vast 
majority of the UAE's economic and resource wealth.
7Venezuelan capacity and production numbers exclude extra heavy crude oil used to produce Orimulsion. It has been 
estimated that it would take 4 months from the end of the current crisis for Venezuela to restore its pre-strike production 
capacity. Venezuelan production projections assume production remains at current levels.
8Iraqi oil exports are approved by the United Nations under the oil-for-food program for Iraq established by Security 
Council Resolution 986 (April 1995) and subsequent resolutions. As a result, Iraqi production and exports have not been a 
part of any recent OPEC agreements.
9Other liquids include lease condensate, natural gas liquids, and other liquids including volume gains from refinery 
processing. 

 

Major Sources of U.S. Net Petroleum Imports, 2002*
(all volumes in million barrels per day)  

Net Total Oil Imports Net Crude Oil Imports 
Net Petroleum Product 

Imports 

Canada 1.83 1.42 0.41 

Saudi Arabia 1.55 1.52 0.03 

Venezuela 1.37 1.20 0.17 

Mexico 1.28 1.49 -0.21 

Nigeria 0.60 0.57 0.03 

United Kingdom 0.47 0.41 0.06 

Iraq 0.44 0.44 0.00 

Norway 0.38 0.34 0.04 

Angola 0.33 0.32 0.01 

Net Imports 10.38 9.04 1.34 

* Table includes all countries from which the U.S. imported (net) more than 300,000 barrels per day of 
total oil in 2002.   

Top World Oil Net Exporters, Jan.-Nov. 2002* 

Country Net Exports (million barrels per day)

1) Saudi Arabia 6.90 

2) Russia 5.07 

3) Norway 3.14 

4) Iran 2.48 

5) Venezuela 2.48 

6) United Arab Emirates 1.93 

7) Nigeria 1.86 

8) Mexico 1.68 

9) Kuwait 1.64 

10) Iraq 1.56 

11) Algeria 1.26 

12) Libya 1.20 

*Table includes all countries with net exports exceeding 1 million barrels per day in Jan.-Nov. 2002.

During 2002, slightly over half of U.S. net crude oil imports came from the Western Hemisphere (19% 
from South America,16% from Canada, 16% from Mexico, 1% from the Caribbean), while nearly one-
fourth came from the Persian Gulf region (17% from Saudi Arabia, 5% from Iraq, 2% from Kuwait). 

In general, OECD Europe depends far more heavily on the Persian Gulf and North Africa for oil imports 
than does the United States. Japan receives over three-quarters of its oil supplies from the Persian Gulf 
(mainly the UAE, Saudi Arabia, Kuwait, Iran, and Qatar) with the remainder coming from Indonesia, 
China, and other sources. 

Having provided this information, it is important to stress that oil is a "fungible" (interchangeable, 
traded on a world market) commodity, that a disruption of oil flows anywhere will affect the price of oil 
everywhere, and that the specific suppliers of oil to a particular country or region are not of enormous 
significance, at least from an economic point of view.
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Latest U.S. Weekly Natural Gas Information
(March 11, 2003) 

Prices
Spot prices have fallen significantly since last Wednesday (March 5), with declines in each of the three 
trading days since that date at nearly all market locations. A late-week warming trend in the Midwest, 
which spread to the Northeast over the weekend, coupled with the usual slackening of demand over the 
weekend, contributed to downward pressure on prices. At the Henry Hub, the spot price fell 63 cents in 
yesterday's trading to $6.79 per MMBtu, resulting in a cumulative price decrease since last Wednesday 
of $1.02. Most price locations experienced their largest declines last Thursday. With the exception of 
trading on last Wednesday, spot prices have been declining since last Monday (March 3). As of 
yesterday's trading, spot prices in producing areas were slightly less than $6.50 in West Texas, somewhat 
higher along the Gulf Coast and in the Midcontinent. In key market areas, prices averaged just under $8 
in the Midwest and just over $9 in the Northeast. 

On the futures market, the price of the near-month contract (for April delivery) fell by $0.478 in 
yesterday's trading, settling at $6.515 per MMBtu. This decline was spurred in part by National Weather 
Service short-term forecasts issued yesterday, calling for above-normal temperatures for the entire 
eastern half of the nation from the middle until almost the end of March. Since last Wednesday, the April 
contract has fallen a cumulative $0.506 per MMBtu.

 

 

Natural Gas Storage
Working gas in storage was 838 Bcf as of February 28, according to EIA's Weekly Natural Gas Storage 
Report, which is almost 42 percent below the prior 5-year average. Implied net withdrawals were 176 
Bcf, which is more than twice the 5-year average withdrawal for the week. This marks the fourth time 
this heating season, and the second time in February, that implied net withdrawals have been more than 
double the 5-year average. In the East region, the implied net withdrawal of 96 Bcf brought inventory 
levels there to 403 Bcf, which is nearly 50 percent below the 5-year average. In 1996-the year in which 
East region inventory levels reached their all-time low of 285 Bcf on April 12-inventories in the East did 
not get to a comparably low level (404 Bcf) until March 15. 

Industry/Market Developments 
EIA Updates Web Site on Retail Gas Competition: EIA has updated its web site on the status of natural 
gas industry restructuring in each state as of December 2002, focusing on the residential customer class 
(Natural Gas Restructuring). Enrollment in existing "customer choice" programs generally increased in 
2002 as the number of eligible customers grew substantially and the number of competitive suppliers 
increased in several states. Most of the enrollment increases can be attributed to the expansion of existing 
programs into new geographic areas or new enrollment caps as part of an approved phase-in to system-
wide choice programs. In 2002, Florida was the only state to start unbundling for the first time, 
approving two small pilot programs for residential transportation service, while several states with 
existing programs implemented more stringent credit requirements for participating marketers and fine-
tuned their programs. As of January 1, 2003, 21 states and D.C. have some form of choice program for 
residential gas customers. Overall nearly 7 percent (4.1 million) of U.S. residential gas customers (about 
60.2 million) are buying gas from marketers, with the largest numbers in Georgia (1.4 million), Ohio (1 
million), Michigan (332,000), and New York (319,000).

Department of Labor's Bureau of Labor Statistics (BLS) Released Updated Price Information for 
GasConsumers: The BLS released its most recent Producer Price Index (PPI) report, including statistics 
for natural gas, on February 20. According to the PPI, natural gas prices to end-users continued to 
increase between December 2002 and January 2003. The largest price increases occurred in the electric 
utilities and industrial sectors where prices climbed more than 13 percent and 8 percent since December 
2002, respectively. Meanwhile, prices in the commercial sector increased over 6 percent and prices in the 
residential sector increased roughly 4 percent since December 2002. 

In the current climate of high gas prices, all customers have paid more, but there are some aspects of the 
system that mitigate the impact of the current high commodity prices. The most commonly cited prices in 
the trade press are the upstream commodity prices, which at the Henry Hub have increased 88 percent on 
average from November 2002 to the beginning of February. From November 2002 to January 2003, the 
average residential gas price increased 34 percent-less than half the increase in the commodity price. 
Residential gas prices do not increase proportionally as much as the commodity price because the 
commodity portion of residential gas prices typically is less than half the total delivered price to this 
sector. Additionally, most residential gas customers purchase their gas from a local distribution company 
(LDC), which typically purchases only a relatively small portion of its gas in the daily spot market. Much 
of the gas is acquired by LDCs under longer-term contracts, which would not reflect a recent price run-
up. However, residential natural gas consumers can expect higher gas bills because of increased gas use 
for space heating, owing to colder temperatures this winter. As the temperatures became colder, which 
also contributed to the higher prices, households consumed more natural gas than they otherwise would 
have. As both price and volume increase, the total amount paid increases more than either price or 
volume alone.
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Latest U.S. Coal Information

Coal Production (Updated March 6, 2003)
For the week ended March 1, estimated coal production totaled 20.3 million short tons (mmst), 0.8 mmst lower than in the 
comparable week in 2002. Railcar loadings of coal were 1.5% lower than year-ago levels and estimated national coal production 
was 3.7% lower. The estimated production for the month of February 2003 was 81.1 mmst, 9.7% lower than the 89.8 mmst in 
February 2002. 

For the year to date, national coal production estimates are 9.9% lower than in 2002 – 6.3% lower west of the Mississippi and 
13.9% lower in the East. The longer-term trend, for the 52 weeks ended March 1, 2003, versus the 52 weeks ended March1, 
2002, shows estimated western U.S. coal production at 1.1% above the levels of a year earlier. Estimated eastern U.S. coal 
production in the more recent period, however, is trending 8.1% below the levels a year earlier. The more recent estimate 
incorporates coal production survey data of the Mine Safety and Health Administration through the third quarter 2002. 

 

Coal Prices (Updated March 11, 2003)
Over-the-counter (OTC) coal prices were mixed last week. Central Appalachian coal gained $0.75 and sold for the $35.00 per 
short ton price that producers have long awaited, at least for the Central Appalachia/Big Sandy-Kanawha 12,500-Btu product 
tracked by EIA. For a change, at least Central Appalachian coal seems to be responding to inherent demand, its prices increasing 
even as natural gas prices declined a bit and power producers look forward to moderating temperatures. On the other hand, 
natural gas in storage is below normal for this time of year, which should keep its prices elevated and encourage coal 
consumption at electricity plants. "Traders uniformly spoke of the lack of excess production and what a scramble it could be if 
demand suddenly increases. (Platts Coal Outlook, February 24). At best, however, the outlook is confused, as some analysts 
expect spot coal prices to continue upward this month and others feel that the increases will not occur until the 4th quarter of the 
year, during next winter's stockpile builds (Energy Argus Coal Daily, March 3, p.6). 

Northern Appalachian, and Uinta Basin OTC prices were unchanged at $22.60 and $17.05 per short ton, respectively. The Illinois 
Basin coal regained the $0.50 by which it has fluctuated the past 5 weeks and Powder River Basin coal declined by $0.20 to 
$6.00 per short ton. Coal prices in all supply regions are below the peak prices of summer 2001. Central Appalachian prices are 
now only about $12.50 per short ton lower (27%), compared with $16.50 lower 2 weeks earlier. Northern Appalachian coal 
prices are also lower by about $12.50 per short ton, or 32% lower; Powder River Basin coal prices are lower by about $6.75, or 
53%, Illinois Basin coal prices lower by about $9.00, or 28%, and Uinta Basin coal prices lower by about $5.50, or 25%. 

Coal futures trading volumes on the NYMEX added 45 trades last week, following 3 weeks of active trading in February. Settled 
prices for near-month (April) leveled off at $31.50 per short ton and rise to $33.75 for July deliveries in a slow trading market.

 

Coal Markets (Updated March 4, 2003) Coal supplies are famously short in Central Appalachia but available in Northern 
Appalachia. Illinois Basin and PRB coal supplies are adequate for anticipated demand. Uinta Basin coal is adequate for the 
moderate demand it serves, mostly in western States, but mines in the region have had to go off line in recent years at 
inopportune times, due to bad geology or hazards. At the same time, coal demand has been constrained and has not rebounded to 
any large extent. A number of factors are present that could affect markets now and into the 2nd quarter of 2003, with no 
consensus on which factor will be important. They include: 

●     Central Appalachian mines, some nearing depletion, others moving into thinner and deeper underground reserves
●     Central Appalachian surface mine permitting had been on hold since last May due to litigation regarding valley fills
●     European market coal prices at historical lows, as well as ocean collier freight rates, which may produce more competition 

from coal imports for coastal U.S. coal contracts
●     The mergers of Fording Coal and Sherritt International in Canada consolidates metallurgical coal assets and steam coal 

assets under the two respective divisions; reorganization is structured to capture more of the international met coal market 
and more of the North American steam coal market

●     Supply and financing uncertainties as several coal producers and energy companies in Northern Appalachia are in 
bankruptcy protection and are liquidating assets and reorganizing corporate structures

●     West Virginia mine production affected by controversy, with new legislation currently being debated, over citizen safety 
and coal truck weight restrictions on public roads

●     Several months of low water in Mississippi River affecting barge movements, may continue into spring and summer
●     Drought and low snow pack conditions in northwestern United States expected to limit hydroelectric generation this year 

and increase demand on western coal capacity
●     Historically high number of coal rail transportation rate appeals by shippers are under review by the Surface 

Transportation Board; concurrently, carriers are under pressure to raise railroad profitability

The next few months should prove interesting.

Environmental Update (Updated February 11, 2003)
On January 30, Environmental Protection Agency (EPA) Administrator Christine Todd Whitman announced a report 
documenting reductions in some acid rain indicators in sensitive ecosystems of the United States (Response of Surface Water 
Chemistry to the Clean Air Act Amendments of 1990). The data confirm a large decrease in wet sulfate deposition across broad 
areas of the Northeast and Upper Midwest. The amount of wet sulfate – an acidic anion – deposited to lakes and streams declined 
by approximately 40 percent in the 1990s. These reduced levels can be linked to declines in emissions of sulfur oxides since 
implementation of the 1990 Clean Air Act Amendments. Because of differences in geology and soils, however, the rates of 
decline in sulfate concentrations in precipitation were generally steeper than in surface waters.
This was not unexpected and suggests that in most aquatic systems, sulfate recovery exhibits a somewhat lagged response. 
Further, the decline in surface waters that were acidic was more modest than the decline in wet sulfate. Just as anthropogenic 
acidification of surface waters did not take place all at once, recovery to natural levels will require some time. Although the study 
shows a ¼ to 1/3 decline in formerly acidic surface waters, the robustness of the change (the “acid neutralizing capacity”) was 
marginal. The study authors believe their results point toward recovery, forecasting an improvement in biologically relevant 
surface water chemistry. Other indicators that showed improvement include regional increases in dissolved organic carbon and 
decreased concentrations of toxic aluminum in some sensitive areas. Nitrogen levels and base cation levels have not yet shown 
significant improvements. Even if improving, reactions involving these elements may be tied up in soil and native rock chemistry 
for years before results are seen in surface waters (http://www.epa.gov/ord/htm/CAAA-ExecutiveSummary-1-29-03.pdf). 
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Latest U.S. Electricity Information
(March 11, 2003)

Selected Wholesale Electricity Prices: In the Western United States, spot electricity prices declined for the last four trading days as natural gas prices 
fell and warmer weather reduced heating demand. At Mid-Columbia, a benchmark for the Northwest, prices dropped to a seven-day low of $59.69 per 
megawatthour on March 10 from a seven-day high of $77.29 on March 4. At California's NP-15 and SP-15, prices decreased to weekly lows of $66.35 
and $65.48 per megawatthour on March 10 from a weekly high of $84.75 on March 4 and a weekly high of $83.72 on February 28, respectively. 

In the Midwest, prices increased significantly on March 7 as the colder weather put upward pressure on heating demand, but declined on March 10 as 
warmer temperatures reduced heating demand. At the Cinergy Trading Center, prices moved upwards to $91.91 per megawatthour on March 7 from 
$57.69 on March 6 and then decreased to $80.76 on March 10. 

In the Southeast, cooler temperatures increased heating demand and electricity prices March 7 and March 10. Prices within the SERC trading area rose to 
$68.30 per megawatthour on March 10 from $57.84 on March 6. 

In the Northeast, prices increased on March 6 and 7, but fell on March 10 with the exception of the Mid-Atlantic States. At PJM West, prices continued 
their upward progression for the last three trading days as the cold weather kept customer demand high. On March 10, electricity prices reached a seven-
day high of $111.07 per megawatthour from $79.25 on March 5. In New England and New York City, milder temperatures caused a reduction in heating 
demand on March 10. New England and New York's prices continued to break the $100 mark for the past seven consecutive trading days. Nepool prices 
declined to $109.50 per megawatthour on March 10 from a weekly high of $120 on March 7. In New York City, prices rose to a weekly high of $152.50 
per megawatthour on March 7, but dropped to $142.25 on March 10. Helping to lower prices somewhat, the 825-megawatt Fitzpatrick Unit 1 nuclear 
plant returned to full service after completing equipment repairs. In addition, New York significantly reduced its exports to Ontario.

Over the past seven days, average prices at all trading centers ranged between $78.87 and $88.93 per megawatthour with an overall weekly average of 
$83.35 per megawatthour. 
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Definitions

Definitions
 

Petroleum
 

WTI – West Texas Intermediate (for the purposes of this table, prices provided 
are near month futures price)  Cushing OK.
 
Bbl – Barrel (42 gallons).
 
C’s – cents.
 
Natural Gas
 
Henry Hub – A pipeline hub on the Louisiana Gulf coast. It is the delivery point 
for the natural gas futures contract on the New York Mercantile Exchange 
(NYMEX). 
 
Electricity 
 
COB – average price of electricity traded at the California-Oregon and Nevada-
Oregon border.
 
Palo Verde - average price of electricity traded at Palo Verde and West Wing 
Arizona.
 
Average - average price of electricity traded at all locations.
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